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Sargent Jaspen High:riBe Apta
1 BR $605
2 BR: $770

Average Rent in Charleston
1 DR: $500, 2 DR: $725

Charleston, SC
Multi-Unit Residential Dwellings

Passed by ASCI Fiber Line

0.2

• Targeted Commercial Building

... Multi-unit resdential building

- ACSI Fiber Line
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We serve just businesses. We offer dial tone, dedicated
services, etc. Our main focus is on central business
districts. That's where the businesses are.

ASCI Charleston
September 4, 1997 telephone conversation with Greenville office

InContext" Inc., Political Economic Analysis
1615 L Street, NW, Suite 650, Washington, DC 20036
202.659.1023

September 5,1997
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Request Denied
Residential Consumers Refused Service by Competitive Local

Telephone Companies

Executive Summary

Consumers are still waiting to see the benefits of the 1996 Telecommunications
Act. The big three - AT&T, MCl and Sprint - continue to dominate the long distance
market and residential consumers have no options for an alternative local provider.
Policy makers are asking '~y?" The Act brought with it the promise of a new era of
competition in telecommunications. The pro-eompetitive environment was supposed to
bring more consumer choices, lower rates, better service and economic growth.
However, the anticipated competition and the resulting benefits for consumers are far
from reality.

Keep America Connected' sought to find out whether the big three long distance
companies and smaller competitive local e:<change carriers (CLECs) are offering local
service to residential consumers. If so, where? If not, why not? We set out to answer
these questions the easy way - we asked them.

SuromaJ'V ofFindings

Local residents of New Orleans, Louisiana, Orlando, Florida and
Spartanburg/Greenville, South Carolina, called local sales representatives to request loal
service. Here is what they were told:

• AT&T. MCl and Sprint refused requeStS for local residential service in all three cities.

• AT&T offers local service to large businesses in all three cities. Mel and Sprint both
offer local service to businesses in Orlando. and Sprint serves businesses in New
Orle3IlS.

• Seven small. competitive local service providers operating in the three cities refused
requeStS from residential customers for local telephone service.

i Keep AmenC:l COMee:ted is :l coalition of organizacons representing older Americans. people with
disabilities, rural and inner CIty residents. people of color, lower income citizens. labor and
telecommunic:ltions providers. The goal of the Keep America COMected Campaign is to ensure that all
consumers. not Just big business :ll1d upper end consumers. have affordable access to the modem
telecommunications IIltrastrucrure :ll1d services.

Keep America Connected Request Denied. .,



• ~l the long d.is~ce comnames were vague aoout :mY oians LO :Jfovlde ioc::u. - . - - . .
~eslde::luai service. Sprint represe:;.uuves reported :10 pl.lI1S to go mto ~~e :-esloenual
:narke: in any of the three ciues. except Orlando. P~oxic:l1ly. :viCl indicated
tentati....e plans to oner residential service in New Orle:ms and Greenviile. where they
currently do not offer business service. but indicated no plan to provlde service in
Orlando. where they are providing iocal service to business customers.

• Smaller competitors bad no plans to provide residential service.

• 'When asked why they were not providing residential local service, none 0 f the
carriers' representatives indicated that the local phone company was keeping them out
of the market. When representatives answered the question. they only indicted thaI
their current marketing plan was to focus on business custOmers.

Why are these companies refusing to provide service to residential customers?
The long distance companies loudly proclaimed a desire and a commitment to serve
residential consumers. What eXl)iains their absence from this market?

• Local residential service is costly to provide. Business service has traditionally been
priced higher than residential service. offering providers a higher profit margin than
the residential market. Without govemment mandates. competition will enter markets
that offer the best chance to turn a profit.

• Press reports indic:ue that the potential competitors underestimated the difficulty of
putting together effective business and marketing plans for offering local service to
consumers. News of AT&T and Mel aDDouncements, missteps and refinements of
their plans to provide loQi service has filled newspapers since late in 1996.

• The major long distance companies have a financial self-interest to stay out of
residential phone service. The slower the long distance companies move into the
local service market., the longer they hope they C:lIl keep their most signific:lIlt
competitor, the loc:u phone company, out of the long distance business.

Keep America Connected Request Denied



Major Long Distance Companies Providing Local Service

All three of tbe major long distance companies are authorized by the stale regulators to provide
service in these tbr'= target cities. and all have signed inu:rc:onncetion agreements with the
incumbent provider.

NewOricaDS Orlaado SlG

Mel

Sprint

NO

NO

NO

YES

NO

YES

NO

NO

NO

YES

YES

NO

NO

NO

YES

NO

NO

-AT&T's digital link service is available nationwide to business customers with T1.5
access (24 phone lines) or greater. This service delivers outbound local calls using
existing or new dedicated digital access facilities.

Small Competitive Local Service Providers

Smaller competitors are c3rCfully targeting markets and almost exclusively serving business
customers.

NewOrlcans On.ado SIC

ACSI

lntmnedia

Cox

NO

NO

NO

YES

NO

YES

NO

NO

NO

NO

VIS

NO

NO

NO

NO

YES

YES

NO
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The State of Competition in Three Southeastern States

:'lew Orleans

Nearly 80 companies have signed up to otter ioeal phone service in Louisiana
Although ten of those companies are fully certified. on1y two are actually marketing
service to small pocketS ofbusiness customers in a handful of the States' largest cities.:

"Residential phone customers, who make up the bulk of the local phone market,
will have to wait for the long distance giants to enter the market before they have a choice
among loeal service providers. industry observers say. Those are the companies with the
resources to serve large numbers of residential customers at a low profit margin. ,,j

'1'here is more money involved and more concentration [in the local business market.} In
the Central Business District in New Orleans. for example. there is more money to be
made than. say, one street of residential customers in Baton Rouge," said Janet Britton. a
staffanomey for the Pub : Service Commission.

04

Eatel. an independent telephone cOall'any se:-ting rural Louisiana. is focusing on
residential customers first in Baton Rouge. Eatel bas offered local service for nearly two
months. although it is not advertising or promoting the service widely. Press repons
indicated that AT&T "should" be offering services in New Orleans in 1998 and will enter
the market as a reseller.

Consumers ~ed customer representatives from various companies to ask about
local service. ACSI offers local business service but was up front in stating that they do
not plan to offer residential service. One representative of Cox claimed that residential
service would be offered after January 1, 1998, another said that residential service ''was
possible."

New Orle:lns CODsumer Surv!V Results

Serving Business Serving Residential Plans to Offer
Residential Service

AT&T Yes No "Soon."

MCI No No After Jan. 98

Sprint Yes No No

ACSI Yes No No

Cox Yes No "It is possible"

: KeIth Darce. "Comcetltion is Calling," The Times PicC1\"Une. August 1':'. 199':', pg. Fl.
I Ibid.
• Tom Guansc:o. ":-Jew Local Phone ServIce Star..s 1!1 Baton Rouge," The .-i.dvocate. April l, 1997, p.l C

_.
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Orl:mdo. Florida

Over 100 companies ilI'e Juthorizea to provide !oc:l! pnone servIce in the state or
Florida and more than iO interconnection agreements have b~Il signed berwee:1 CLECs
and the incumbent local exchange c3Iriers (ILECs).

Those companies actually offering local service are again focusing on the
business market. MCl offers facilities-based service to businesses in Tamp~ Orlando, Ft
Lauderdale and Miami. S Sprint., Intermedia, MFS, ACSI and AT&T are also offering
local service to business customers in limited areas. 6 AT&T says that it plaDS to go
after both residential and business customers but so far only business customers have
been targeted. AT&T plans to test local residential service in the Southeast first in
Georgia. If that goes well, they might begin offering service toward the end of the year. i

Telepon Communications Group (TCG) says that it will offer local phone service
in the Tm1pa Bay area and Orlando. Although TCG plans to build its own fiber networks
in these cities. the company will likely resell services from other providers until the
netWork is built. S The company did not specify whether it will offer residential services.

Consumers who called companies to inquire about local residential service
received a variety of responses. Sprint representatives skirted around the issue of why
they provide business but not residential service until they finally just said that Sprint will
offer residential service "soon:' AT&T diplomatically said that they plan to provide
local service when they can offer the value and services desired.

Orlando CODsumer Survey Results

Serving Business Serving Residential Plans to Offer
Residential Service

AT&T Yes No "Possibly in
future,"

MCl Yes No No plans

Sprint Yes No "In the process. ..

lntmnedia Yes No No plans

Cox No No No plans

l "MCl Seeks Cuts Ln Local-Competition - Chilling COSts," ~1CI Communll::Jtlons Corp. Compan v Press
Release. August 28.1997.
• Franl< Ruiz. "You're Going to do What':''' The Tampa Tribune, AuguSt 3, 1997, p. l.
1 Patricia Hom. "AT&T Joins Local-Service Bandwagon," Sun Sentinel, January :28. [997, p. jD.
a Paul Abercrombie. "AT&T JOinS Local-ServIce Bandwagon."' Tampa Bay Bu.smess Journal, January 24.
1997, Vol. 17, No 4, p. 1.

Keep America Connected Request Denied 6



Spartanburg/Greenville. Soutb Carolina

Fourteen companies in South CJrolina have fileri for and received approval from
the Public Service Commission to offer local phone service and flfty-nil1e intercoMection
agre=.ents have been signed. However, only three companies. including ACSI and
lntennedia. are aetUa.1ly offering loc:ll service and then only to a smail number of
business customers.

These upStart local service companies plan to focus most of their resoW'Ces on
high volume business accounts, ignoring the residential community. When asked what
he would tell residential custOmers. Carl Jackson., director of local exchange services for
Intennedia. said. 4£ ~'dl teU them don't wait on [us] for the time being: it's strictly a
business focus now." ACSI spo~esman James Falvey echoed that sentiment saying that
~ economics aren't there right now for us to provide residential service." 10

The big long distance companies. AT&T, MCI and Sprint. have all been
authorized to offer residential local phone service, but only MCl plans to do so.
Moreover. at least one CLEC has the facilities to provide local service but has no
intention to serve residential consumers. 11

Spart:lnburglGreenville CODSumer SurveY Results

Serving Business Serving Residential Plans to Offer
Residential Service

AT&T Yes No No set plan

MCl No No Plans to offer both in
next few months

SprtDt No No None

ACSI Yes No No plans

, Andrew Meadows. "Compentors Stay Out of Local Phone Market," The Slate, July 18. 1997. p. 87· BII.
10 Ibid.. at Bi.
Ii Ibid.

Keep America Connected Request Denied
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Why ~ot Offer Residential Service?

The Business Pl:ms of the New Entr:tnts

The debate over the slow pace of competition in local service has been focused on
the actions of me ILECs. Equally, if not more imPOrtant. is the strategic planning, capital
investment and management decisions of the potential competitors. While there was a
great de3l of speculation and enthusiasm during the time Congress was working to pass
the 1996 Telecommunications Act, the reality of the costs of doing business has toned
down the rhetoric.

The Competiton: The Big Dogs

Major long distance companies like AT&T, Mer and Sprint predicted during the
debate over the 1996 Act that they would be serving huge chunks of the local market by
now. yet they have moved surprisingly slowly. 12

AT&T made its big splash in January 28. 1997. when it announced that it would
begin offering local phone service on most outbound calls for any business dialing up
bills of $2,500 a month or more in jS states.

13 Many analysts found that offer
. disappointing, expecting perhaps a parmership announcement with GTE. Later it

aptleared that AT&rs strategy for entry into the local market involved a merger with
sac Communications.l~ That idea was quickly quashed by Federal Communications
Commission Chairman Hundt, and ever since AT&T5 approach to entering the market
bas seemed murley. Currently, AT&T provides local residential service only in
Sacr.unento, California, Libertyville and Waukegan. Illinois and Grand Rapids and Kent
County, Michigan. It provides both business and residential service in Connecticut and
Georgia.

Of the interexchange carriers (1XCs), MCI has been the most unapologetic in its
strategy of going after business customers fIrst. MCI has stated that its "long-term plans
don't include penetrating below the top 30% of residential customers... IS Mel intends to
build some of its own facilities, but does not plan to build local networks nationwide.
Instead, MCI will pursue business customers through a combination of strategies 
resale, facilities and unbundled networks. 16 The company has launched local service for
mid-sized to large businesses in 25 markets (21 over its OVlIl networks) so far including
Atlanta. Chicago, Los Angeles, New Yark., and Sc:anle - and has announced plans to be
in 31 to 60 markets by year end. depending on what newspaper you reaci. It only offers
limited residential service in California., Illinois, and New York.

I: Andrew Kupfer. "The Teletom Wars," Fomurt. March 3.1997, p. l36.
13 PatrlCla Hom...AT&T J0111S Loc:lJ-Servlce Bandwagon." Sun Semmel. January 28. 1997, p. 3D.
14 Richart! SikJos, "Crybaby Bells," The FinanCIal Post, AugUSt:. 1997. Sec.!. p. 7.
I' Wasnlngro/1 Post, November 10, 1996.
16 Carolyn Hirschman. "The Big "Three," TelepnOfT!,. June 2. \99-:-
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Sprint has riled for regwatory :J.pprovai to ?roVl.oe loc::ll servIce In ~7 states and
the Distrlc: or CJlumoia. It has be~ to serve ~.lr'!e ousIness custome:s In Ori:mcio.- -
Floncia. Sprint has said tb:lt it intends to SIze up loc:ti markets carefully, "We' rt':: not
going to throw dollars :It what might be. \Vhen we go into a city we'Il know which
customers we' re going after. and that wiiI determme wnere we build or lease faciiities...
said Sprint President D. Wayne Petmon.

11

The CLEes: The Feisry Pups

In addition to the long distance carriers, dozens of other companies are entering
the local business service market. The CLEes seem to agree on a basic strategy for
entering the long distance market - building their own netWOrk infrastructures. In terms
of marketing str:1tegies. most of the CLECs say they plan to target small to medium-sized
businesses. Although focused on the business market.. many CLEes may pick up some
residential business indirectly through !XC parmerships. AT&T just announced a new
competition strategy involving the franchising of the AT&T brand name and marketing
rights to affiliated cmiers in \oVin:less and local-phone services. The company has been
talking with numerous alternative local exchange carriers to carry AT&T's traffic under
the AT&T brand in competition with the local Bell companies and GTE. Potential
panners for this fU'St-time franchising of the AT&T brand name include small,
independent phone companies. electric utilities and even cable television companies. II

CODclusioD: Who Wins? Who Loses?

This preliminary report on the state ofloca1 competition revealed distUrbing trends
that prompt the need for further examination on a national scnle. If the trends found in
these three cities continue, there will be definite winners and losers in the competition
game. The interestS that Stand to win include the business consumers, the long distance
companies and the competitive access providers. The losers are residential consumers.

There is no doubt that competition has come to the business market. In urban
business districts, the large long distance companies are working to capture customers by
combining their local and long distance bills and bundling other services. In the cities
surveyed in this report., it is the business customers that are the primary, if not exclusive,
focus of both the large long distance companies and the smaller CLECs.

By delaying their entry into local service. the IXCs have kept their market, long
distance. closed to the regional Bell companies. The Bell companies would bring a level
of competition to the long distance market greate:- than that of smaller companies and
reseUers. which could force prices down. Unlike the !XCs. competitive access providers
(CAPs) have nothing to gain by delaying their entry into the iocal service market.

17 Andrew Kupfer. "The Telecom Wars," Fo,.rune. March.i. 1997. p. 136.
I' John Keller. "AT&T Sets Bold New Business Str.ltegy:' The Wall Street Jaunt::;f. September 18.1997.
p. Al
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Therer·ore. these com?arues have moved the :nOSt J.ggresslveiy - SWIftly negouaung
interconnecuon agreements Jl1ci signing U? OUSUless cUStomers.

As evidenced in this report. consumers are the losers in this stalemate. Bob Jenks.
Executive Director of the Oregon Citizens Utility Board. says, "Companies promoted
certain things they were going to do as a way to develop political momentum to get the
act passed. Then they backed Off.,,19

Consumers in high cost rural and inner city urban areas, stand to lose because
with no incentives or mandates to provide residential service, the long distance
companies will continue marketing primarily to business and some high-end residential
users. Rural arcs are expensive to serve because of the distances the lines must cover
and the cost of the network is spread over such a small number of cUStomers. Inner city
urban areas are often costly and difficult to serve because of the high concentration oflow
income consumers. in old buildings, with old technology and very little business or upper
income consumers to help share the cost of the netwOrk. These nJral and inner city
consumers are likely to see few, if any, choice of providers. resulting in less-competitive
pricing and fewer incentives for companies to provide them with new services and
teclmology.

Consumers also pay higher long distance rates than necessary because of a lack of
competition in the long distance industry. CUITeIltly, the big three long distance
companies continue to change their prices in lock-step fashion because there is no real
competition in long distance. By taking their time in entering loc:U competition, the long
distance companies are gradually gaining market share in local service while keeping the
local phone companies out of their core business.

Because of the lack of long distance competition. these companies are also
cashing in on FCC changes designed to spur competition. Keep America Connected
recently produced a report which sought to determine whether residential consumers
would save mooey as a result of the FCC decision to lower access charges, the fees that
loog distance companies pay to the local phone company to start and complete a call. "In
Search of Savings." found that few companies were passing these savings along to
consumers. The repon concluded that "only increased competition will push the [long
distance companies) to pass along these savings.,,20

Competitioo in all aspects of the telecommunications market is the key to
bringing real savings, choices and new products to all conswners. The stalemate in the
developmeot of local service competition in the residential market is blocking all the
major benefits of the landmark 1996 Telecommunications Act. Policy makers and
consumers must demand an end to this standoff.

It Roger Crockett. "Phone Reform Seemingly on Hold." Oregonian. FebruJrY 25. 199'7. p.l C.
::'J "in Search of Savings A Look at Long Distance Phone Bills After Access Reform," Keep Amenc;l
Connected.. Septemoer 24. 1997.
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Keep America Connected!
National Campaign for AffOrdable Telecommunications

20%-842-4080 P.O. Box 27911, Washington, DC %0005 %0%-408-1134 Fax
-

EMBARGOED RELEASE
Friday, October 17, 1997

~~\
,.~ \ Contact: Angela Ledford
~ '. 202·842-4080
'....'

Large and Small Companies Rush to Compete for Business
Customers But They Won't Be Coming Soon

to Your Neighborhood.

(WASIDNGTON, DC...October 17, 1997) Large and small long distance companies
show little or no interest in serving residential customers in the SOUU:1easten1 United
States according to a preliminary study released today by Keep America Connected.
Early results of the stUdy show that while business consumers are realizing the benefits of
competition. the prospects of residential consumers seeing lower prices and greater
choices are slim.

'Naen consumers called to request service from the companies that are authorized to
provide local residential telephone service in Florida. South Carolina and Louisiana. they
were discouraged or refused service out-right. Consumers found it very difficult to get a
definitive answer out of many of the new competitors. But it is ·cle3r than none of the
carriers are clamoring for residential business.

"Consumers in all neighborhoods and in all walks oflife stand to benefit from the
telephone competition we have been promised," said Keep America Connected Director
Angela Ledford. "But where is it? If competition for telecommunications services
extends to large businesses only, residential customers and small businesses will be left
out of the information age."

V/hile consumers are being deprived of choices in loc~ service, their long distance rates
connnue to be higher than necessary due to the lack of competition in the long distance

-more-
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marke~. Ar.d the long ciist<lIlce companies are using their reiusal to oif'er lOcal service to
residential customers to try to keep the local Bell companies - and the benents or"~
competition - out oi the long disWlce market.

The ~ort issued today, called. Request Denied: Residential Consumers Refused Local
Telepnone Service by Competitive Phone Companies. is a prelimjnary look at local
competition in three Southeastern cities - Orlando, Florida; Spartanburg/Greenville,
South Carolina; and New Orleans. Louisiana. A national report is due out later this fall.

The report showed the following regioOal trends:

• AT&T. MCI and Sprint refused requests for loca.l residential service in all three cities.

• Seven small competitive local service providers operating in the three cities refused
requestS from residential customers for local telephone service.

• Most small competitors had no plans to provide residential service.

• AT&T, Mel and Sprint all offer local service to businesses in one or more Of the
three cities.

"These trends indicate trouble for consumers down the road," said Ledford. "If long
diStance companies are allowed to serve only the most profitable markets. many people.
neighborhoods. and even entire communities could be left out ofthe information age.
And if the long distance companies get their way, consumers will also be denied the
benefits ofBeU company entry into long distance. More must be done to stimulate
competition in the residential market and to make sure all consumers benefit."

Keep Americ:!. Connected. a coalition of47 organizations representing consumers, labor,
and locJl phone companies. collaborated with local citizen groups and BellSouth to
produce the report. A look at 10 other cities aroW'ld the COW'ltry will be out later this fall.

For a copy of the report call 202·842-4080.
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2612

A That's correct.

o HAve you ever had any ant~t~~s~ economics

areicles published in any professional journals?

A No,! have not.

o You are presiden~ and policy director ot the

CompQti~ion policy Institute; is that correct?

A That's right.

Q Is it okay if I refer to that organization as

CPI for simplicity purposes?

A Certainly.

o On page 1 of your testimony, you describe CPI

as an independent nonprofit organization which is a

combination consumer group an~ think eankj is that

correct?

A That's right.

o On page 2 you state that CPI's initial funding

was supplied by a broa~ group of competitive

talocommunicacions carriers but that CPI is independent

of those funding sources; is that correct?

A Yes.

o I.n't it true that CPl received over $500,000

in grants this year from AT&T, Mel, and a number of

other long distance companies and associations to start

CPI?

A I celieve there are currently 15 sponsors to

CPl, that's correct.

Q My question was isn't it true that CFI

received over 5500,000 from your corporate sponsors

PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA
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AT&T,Mel and a number of other long diseance compa.nies

and associations?

MR. SHAMES: Your Honor, objec:~on; asked and

answered.

ALJ ECONOME: :t was asked buc I ~on'~ think it was

answered. So overruled.

THE WITNESS: The $500,000 ! ~elieve was response I

gave to a reporter who asked me a queae10n about that at

the beginning of CPl. That was a ballpark figure that I

hac given h~ as the size of the initial setup, yes.

MR. MANCINI: Q Mel alone has provided 10a,OOO to

CPI since January ot this year; is that correct?

A I would have to check that.

Q Mel has responded to a document request

providing ~he figure 108.000. I~ you would like to see

it we can provic1e it to you.

ALJ ECONOME: Are you asking the question SUbject

to check?

MR. MANCINI: SUbject to check.

THE WITNESS ~ Subj ece to check.

MR. MANCINI: Q Do you recall what AT&T's funding

has been to date?

MS. MAZZARELLA: Objection: irrelevant and calls

for information protected by AT&T's right of privacy.

ALJ ECONOME: overruled.

MR~ SHAMES: Your Honor, I should like to object i~

large part because this question was asked of UCAN

already in data requests. We objec~ed on the basis of

PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA
SAN FRANCISCO, CALIFORNIA
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should answer.

It the witness knows ~he answer, I think he

relevance. We objecced on the ba~i~ t~~t ~he

respond, did not seek a motion to compel. ~hey did no~

pursue the discovery any further at c~at point.

I think they have waived their =ight ~o pursue

this specific line of questioning.

ALJ ECONOME: That's overruled. I'm sor=r. It is

relevant to the bias, potencial bias or the issue of who

funds CPl.

7he aoolicants did not..

And the relative proportion of the initial

sponsors was roughly in proportion to their size as

companies. I think AT&T'S share was larger than the MeI

share. I don't know the exacc number, but it would have

been in rough proporcion to the market shares, I think.

Again, it is a little difficult to answer

because ct the sort of timing ot funding. These

companies are on different funding cycles.

The sponsors subsequent to the initial

But I want you to .. I don't know with all

this if you have the'question in mind.

Mr. Mancini, can you repeat your question.

MR. MANCINI: 0 Do you recall approxima~ely how

much AT&T has provided to CPI thls year?

A The figure of $500,000 is approximately

correct. r think it was a little bit less than that for

this year.

information was not probative.
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1 spongors include oeher companies in oe~er industries,

2 So I don't have informaticn ~ith ~e about the exact

3 numbers.

4 Q Have you reeeivQd any fundi:; from act~al

5 consumers besides corporate sponsors?

6 A No. ! don't believe ! re~resented that

7 anywhere.

8 MR. MANCINI: Your Honor, I would like to introduce

9 two exhibits, if we could go off the record.

10

11

12

ALJ ECONOME: We will be ott the record.

(Off the record)

ALJ ECONOME: We will be back on ehe record.

13 I will mark for identification as Exhibit 159

14 a news release with the heading ftCPI Competition policy

15 Institute," dated March 21st, 1996.

16

17

18

(Bxhibit No. 159 was marked for
identification, )

AI"J ECONOME: Then I will mark as Exhibit 160 a

19 document with the first page having the title "Charter

20 Competition Policy Institute.~

21

22

23

(Exhibit No. 160 ~as marked for
identification. )

MR. MANCINI: 0 Mr. Binz, do you recognize Exhibi~

24 159, the CPI news relea~e?

2S

26

A

o
Yes.

The second page of this news release indicates

-

27 that the supporting companies and organizations have all

28 endorsed the institute's charter; is that correct?

PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA
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o And one of those sources ~hich provides inpuc

on che selection of acciviti~s and c~e dete~ir.ation of

your posi~ions is your corporate sponso=s; :s that

cor::-8Ct.?

A That's right.

MR. MANCINI: Your Honor, I'd like to introduce a

new exhibic, if we can go oft record.

ALJ ECONOME: We'll be ott record.

(Off the record)

ALJ ECONOME: We'll be back on the record.

I'll mark as Exhibit 161 what looks like

a copy ot a news article from the WAshington t~.s. The

date on the page is 6/11/96.

(Exhibit No. 161 was marked tor
identification. )

MR. MANCINI: 0 Mr. 510%, in the second column of

this article it has a quote tr~ you, aDa the article

quotes you as stating:

"'The policy positions (of t.he

CP!J will be deeided by t.he etatf of

the institute, through research, the

advice of consumers and the input at

sponsoring organizations.'"

Is that an accurate quote?

MR. SHAMES: Objection, your Honor.

I believe that the quest~on is

mischaracterizing this document.

It would appear that this is an editorial of
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; soma sorte, presumably ==Qm the Washi:S~Qn Ti~es.

2 We have not escablished t~at in !act ~r. 3inz

3 has seen this article or this opi~icn editorial.

4 We have not established t~~~ in :ac~ it is

5 from the Washington Times.

6 I believe there is a certain amount of laying

7 a toundation that needs to be gone i~to before that

8 question is asked.

9 ALJ ECONOME: If you can lay a brief foundation.

10 But I will just note for tne record that this

11 article does have quo~e marks around the sentenee

12 Mr. l~nci~i referred.

13 MR. MANCINI: Q Mr. Binz, do you recognize thi~

14 e4itorial which appeared in the Washington Times?

lS A Yes, I do.

16 0 In the second column it contains a quote from

17 you.

18 The quote is:

19 "'The policy positions (of the

20 CPI] will be decided by the staff of

21 the in~titute, through research, che

22 advice of cons~ers and the input of

23 sponsoring organizations.' n

24 Is that an aeeurate quo~e?

25 A I think! would have said it.

26 I can't tell you that! know that! did say

27 it. and I was not contaeted by the Washington Times

28 for that quote. So I don't know the source of
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the quote.

Q You agree that, at leas: i~ par:. che policy

posit~~ns of C~I are based on i~put from your 5ponso=i~;

organizations, is that correct?

A Yes.

We can talk abOUt how that works. But

we certainly listen to lots of people.

I would lise. by the way, carrier~ who are not

our sponsors as well. I don't mean to omit chat.

I've taken the opportunity while here at NARUC

co meet with represen:aeives fram a lot of RBOes,

for example. talking about aecess charge reform, JUBt

to give an example.

So although that eentence is correct. I again

would want to make sure that doesn't imply that that's

the sole basis for position. we take.

Q This areiele goes on to say, quote,

"In other words, don't expect

the Com~eti:ive Policy Insti~ute LO

take the long distance industry to

task even though AT&T. Mer and

Sprint have establiShed an

oligopolistic pattern of raising

their prices in lock-scep,"

is that correct?

A It'S correcc that that's the quote, yes.

Q Since CPI has been formed, have you taken

~ny pu~lic poeieion or raised any concern regarding

PUBLIC UTILITIES COMMISSION. STATE OF CALIFORNIA
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